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1 PURPOSE 
The purpose of this document is to provide further supporting documentation 
sought by the ACCC in an Information Request released 14 April 2014 
(Information Request) as follows: 
§ Excel spread sheets or financial modelling used to calculate the proposed 

final indicative Access Charges (FIAC) for 2015; 
§ Calculations showing how the magnitude of the pricing differentiation for 

the proposed FIAC has been determined and how the weighting given to 
each differentiation factor, as described in section 8.2 of the ‘Supporting 
Documentation’ to the application to vary the HVAU provided by ARTC on 
31 January 2014 (Initial Supporting Document), has been applied; and 

§ Any document that facilitates interpretation of the modelling such as 
manuals and explanatory guides. 

For clarification, capitalised terms used in this this document have the same 
meaning as defined in the HVAU or in the Initial Supporting Document. 

2 CONTEXT 
The Application to vary the HVAU to provide for the indicative services and 
indicative access charges only seeks the ACCC’s approval of the Indicative Access 
Charges to be offered in 2015.  The Application provides estimates of these 
Charges based on best available information in relation to forecast cost and 
volumes at the time of the Application.  ARTC intends to re-submit these Charges, 
later in 2014, following development of the 2015 Indicative Access Charges in 
accordance with section 4.20 of the HVAU.   Other than the 2015 Indicative Access 
Charges for which ACCC approval is sought in the Application, Access Charges will 
be subject to the dispute resolution provisions of the HVAU under sections 4.20 
and 4.15 as applicable, and so approval of these Charges is not sought as part of the 
Application. 

ARTC recognises that the intent of the development of the Indicatives Services and 
Indicative Access Charges under section 4.18 of the HVAU is to assist in 
incentivising efficient outcomes for the Hunter Valley Coal Chain, notwithstanding 
ARTC’s stated concerns in relation to the ability of pricing in one part of the Hunter 
Valley Coal Chain to deliver efficient outcomes for the Hunter Valley Coal Chain as 
a whole. 

In the Initial Supporting Document, ARTC provided a substantial amount of 
information in relation to the basis upon which the FIAC were determined 
including: 

§ factors to be considered in differentiating Charges such as maintenance, 
Capacity and Coal Chain Capacity; 
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§ how the extent of differentiation would be determined for each of these 
factors; 

§ weightings to be applied for each factor in determining final price 
differentiation; and 

§ any other factors considered. 
ARTC also provided the values for these factors for Indicative Services and Initial 
Indicative Services, being the predominant Hunter Valley service configurations.   

ARTC does not intend to repeat this information in this response. 
The basis upon which estimates of the FIAC were determined and differentiated is 
materially consistent with the pricing guidelines for determining Charges under 
the HVAU committed to by ARTC until approval of the FIS as part of the variation 
to incorporate the Initial Indicative Service in 2012. 

As part of the Application, ARTC extended its commitment to these pricing 
guidelines (provided at Annexure A of the Initial Supporting Document) until 30 
June 2016 in order to maintain the existing level of pricing transparency and 
certainty.  In addition to this, existing pricing transparency and certainty is also 
enhanced by: 

§ the provision of cost and volume information (including forecasts) each 
year as part of the annual indicative access charges development under 
section 4.20 of the HVAU; 

§ availability of dispute resolution in relation to pricing under sections 4.20 
and 4.15 of the HVAU; and 

§ the publishing of pricing each year in relation to Indicative Services and 
non-Indicative Services. 

The provision of this information enables Applicants and Access Holders to be able 
to reasonably determine the likely direction and magnitude of price differentiation 
in relation to Coal Train configurations.  In its Decision in relation to ARTC’s Initial 
Indicative Service variation in 2012, the ACCC considered ‘that the information 
provided by ARTC in its supporting documentation, combined with the suite of 
prices to be published under section 2.6(b)(iv) of the June 2011 HVAU, should 
provide sufficient pricing transparency to industry’1. 
As such, it is ARTC intention to develop 2015 Charges for Services other than 
Indicative Services on a basis consistent with these guiding principles in 
accordance with the provisions of sections 4.20 and 4.15 of the HVAU as 
applicable, and continue to publish pricing each year in relation to Indicative 
Services and non-Indicative Services. 

During earlier consultation on the Initial Indicative Service variation in 2012, the 
ACCC requested information similar to that sought in this Information Request, 
which was considered necessary by the ACCC for it to come to a view as to the 
appropriateness of the IIAC for approval at the time. 

                                                             
1 ACCC Decision, ARTC’s HVAU – Initial Indicative Service variation, 17 October 2012, p 41. 
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The nature and scope of further supporting documents provided by ARTC in this 
response is consistent with that considered necessary by the ACCC during this 
earlier consultation. 
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3 FURTHER SUPPORTING EXCEL SPREADSHEETS OR 
FINANCIAL MODELLING 

At Section 8 of the Initial Supporting Document, ARTC sought to provide advice in 
relation to: 

§ factors that it considers are most relevant, at this time, in relation to 
differentiating pricing for coal services in the Hunter Valley, being: 

o maintenance considerations, impacting ARTC’s costs; 

o Capacity considerations impacting ARTC investment; and 

o Coal Chain Capacity considerations, reflecting efficient use of the coal 
chain, and considered important by the industry; 

§ the methodology used, at this time, to determine relative impacts of 
relevant Coal Train configurations in relation to each of these factors; 

§ any other practical aspects that should be considered at this time in 
determining, along with the above differential impacts, the basis for 
differentiating prices in relation to each of these factors; 

§ a basis for weighting the relative importance/impact of each these factors, 
at this time, in determining overall pricing differentials used to determine 
FIAC for the Application, and when these are approved by the ACCC, 
Charges for other relevant Coal Train configurations, in accordance with 
Section 4.15 of the HVAU. 

ARTC believes that the above approach is consistent with the pricing guidelines 
now committed to by ARTC until 30 June 2016. 

ARTC has provided this information in order to enable the ACCC to form a view as 
to whether ARTC had reasonably considered these factors in accordance with 
Section 4.15 of the HVAU.  

The ACCC has indicated that it needs to fully understand the detailed pricing 
methodology used by ARTC in order to make its assessment of ARTC’s application.  
In response, ARTC provides the following information.   

ARTC has also provided a substantial amount of additional information to the 
ACCC by way of confidential spread sheets and financial models in order to assist 
the ACCC to fully understand the pricing methodology.  This is consistent with 
ARTC’s approach under regulation on the interstate and Hunter Valley networks. 

3.1 Maintenance Considerations 
In the Initial Supporting Document, ARTC provided substantial detail, and 
examples, in relation to the basis as to how different Coal Train configurations 
would impact on variable and fixed maintenance cost.  These impacts would then 
manifest in differentiation of the relevant maintenance component of the non-TOP 
and TOP Charges. 
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In brief, ARTC has applied the variability factors suggested by the UK study shown 
on page 28 of the Initial Supporting Document to relevant speed and axle load 
characteristics (maximum or average as applicable).   

ARTC has determined the relative variable cost impacts by applying estimates of 
average speed and axle load for each Coal train configuration in the loaded and 
empty direct separately.  Estimates have been determined on the basis of 
computer simulated running of each configuration and actual recording 
respectively in each Pricing Zone.  Average speed and axle load for each 
combination are applied to the variabilities indicated by the UK study and then 
loaded and empty cost impacts are averaged for each configuration.   
ARTC has determined the relative fixed cost impacts by applying maximum speed 
and axle load for each Coal train configuration in the loaded and empty direct 
separately.  Maximum speed and axle load have been determined using route 
standards in each Pricing Zone.  Maximum speed and axle load for each 
combination are applied to the variabilities indicated by the UK study.  For the 
relative fixed cost impacts that are intended to reflect maintenance cost to meet a 
certain track standard, only the loaded cost impacts are relevant for each 
configuration.   
It should be noted that ARTC described other practical aspects that need to be 
considered, in conjunction with these ‘theoretical’ relative cost impacts, before 
making a conclusion in relation to determining an appropriate basis for 
differentiating prices, at the time, on the basis of maintenance considerations.    

The resulting impacts for the predominant Indicative Services and Initial Indicative 
Serves were prescribed at Tables 8 and 9 of the Initial Supporting Document, and 
are re-created below. 

 

Table 1: Table 8 - Non-TOP Component Maintenance Factors 
 

Final Indicative Service Final Indicative Service Non-Indicative Service 
 Indicative Service PZ1  Indicative Service PZ3 Initial Service PZ3 

Pricing Zone 96 wagon 82 wagon 82 wagon 25 TAL 

1 1.000 1.009 0.978 

2 1.000 n/a n/a 

3 n/a 1.000 0.969 
 

 



  

Application to vary the HVAU to incorporate Final Indicative Services – ARTC Response to ACCC 
Information Request 14 April 2014 6 

Table 2: Table 9 - TOP Component Maintenance Factors 
 

 Final Indicative Service Final Indicative Service Non-Indicative Service 

  Indicative Service PZ1  Indicative Service PZ3 Initial Service PZ3 
Pricing Zone 96 wagon 82 wagon 82 wagon 25 TAL 

1 1.000 1.000 0.925 

2 1.000 n/a n/a 

3 n/a 1.000 0.925 
 

3.2 Capacity Considerations 

At section 4.2.2 of the Initial Supporting Document, ARTC provided detail 
supporting its determination that the FIAC would be developed in 2015 on the 
basis that all Coal Train configurations tested will consume the same amount of 
Train Path related Capacity in each Pricing Zone, i.e. each Service will be assumed 
to consume a single Train Path regardless of size. 

The other aspect of pricing differentiation is the conversion of the ‘price per Train 
Path’ into the unit of pricing used, i.e. gtkm.  Without this conversion, the ‘cost’ of 
the use of a Train Path by an Access Holder would differ with differing train sizes.  
An example was provided at Table 10 of the Initial Supporting Document. 

Conversions in relation to the FIAC are provided in the confidential information 
provided under Section 3.5. 

Table 3: Table 10 - Example Parameters 
 

 FIS Train ‘X’ 

Tare mass (t) 1,000 500 
Payload (t) 8,000 4,000 
Total Cycle Gross Mass (t) 10,000 5,000 
Distance travelled (km) 100 100 
gtkm generated 1,000,000 500,000 
Differentiation factor 1.0 0.5 

 

Both trains consume a single Train Path, but as pricing utilises a gtkm pricing unit, 
unless the prices were differentiated, the cost of the Train Path to Train X (i.e. at 
the same rate per gtkm) would be half that which applied to the FIS.  To remedy 
this, a differentiation factor is applied.  In this example, the 0.5 factor would be 
applied to Train X:  Capacity Factor/ (500,000/1,000,000) = Capacity Factor x 2. 
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The above example is indicative of the calculations that have been carried out by 
ARTC for variations from the Initial Indicative Service in respect of charges in 
2012, 2013 and 2014, and is consistent with the pricing guidelines now committed 
to by ARTC until 30 June 2016. 

3.3 Coal Chain Capacity Considerations 
In the Initial Supporting Document, ARTC provided detail in relation to the basis as 
to how different Coal Train configurations would impact on Coal Chain Capacity.  
These impacts would then manifest in differentiation of the relevant Coal Chain 
Capacity component of the TOP Charges. 

Table 11 of the Initial Supporting Document (re-created below) summarises 
delivered coal throughput in relation to the FIS and Initial Service configurations 
and scenarios as modelled by the HVCCC.  Table 11 also shows the resulting 
differentiation factors for tonnes carried by each train configuration. 

Table 4: Table 11 - Modelled Coal Chain Capacity, Scenario 3 Restricted 
Queue 

 

Service Name Payload (t) 

Coal Chain 
Capacity 
(mtpa) 

Coal Chain 
Capacity 
Differentiation 
Factors 

Final Indicative Service 1 (Indicative Service PZ1) 9,400 191.2 100.0% 
Final Indicative Service 2 (Indicative Service PZ3) 8,000 172.1 90.0% 
Non-Indicative Service 4 --- Initial Service PZ3 6,053 163.0 85.3% 

 

3.4 Economic Cost Base 

The proportion of each factor in the TOP Charge varies according to proportion of 
maintenance costs compared to the total economic cost of the Pricing Zone. 
Differentiation based on maintenance impacts were weighted by reference to the 
proportion of maintenance expenditure forecast in Economic Cost for each Pricing 
Zone in 2015. The differential was applied across the non-TOP and TOP 
components on the FIAC depending on the relative variable (non-TOP) and fixed 
(TOP) maintenance expenditure.  These proportions were prescribed in the Initial 
Supporting Document as follows: 
§ 20% (Pricing Zone 1 Constrained); 

§ 31% (Pricing Zone 2 Constrained); 
§ 19% (Pricing Zone 3 Unconstrained) 

as forecasted in 2015. 

The remaining weightings in each Pricing Zone (representing other operating 
costs, capital costs and returns) were allocated equally to the Capacity and Coal 
Chain Capacity factors. 
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3.5 Price Differentiation 
 
The respective differential impacts in relation to maintenance, Capacity and Coal 
Chain Capacity for the relevant Indicative Service and Initial Service configurations 
as described above are applied to the above weightings in order to determine 
differentiation factors for each Indicative Service configuration used to determine 
the non-TOP and TOP component of the FIAC. 

The weightings in each Pricing Zone for each of the three factors discussed above is 
shown in Table 5 of the Initial Supporting Document and re-created below. 

Table 5: Table 12 - Proportion Of Charges Applicable To Each Factor 
 

Pricing Zone Maintenance Coal Chain Capacity Capacity 

1 20% 40% 40% 
2 31% 34% 34% 
3 19% 41% 41% 

 

 

The basis upon which these respective weightings were determined is detailed in 
Section 3.4 above and at Section 8.2.4 of the Initial Supporting Document.  The 
weightings were determined on a consistent basis to that carried out by ARTC for 
variations from the Initial Indicative Service in respect of charges in 2012, 2013 
and 2014, and is consistent with the pricing guidelines now committed to by ARTC 
until 30 June 2016. 

Using the existing Initial Service configuration in each Pricing Zone as a base, the 
differentiation factor (for the purposes of non-TOP and TOP component price 
differentiation respectively) for each Indicative Service in each Pricing Zone is then 
determined.  

3.6 2015 FIAC Development 

As stated earlier, the Application to vary the HVAU to provide for the indicative 
services and indicative access charges only seeks the ACCC’s approval of FIAC to be 
offered in 2015.  The Application provides estimates of the FIAC based on best 
available information in relation to forecast cost and volumes at the time of the 
Application.   

In order to appropriately determine estimates of the FIAC to be offered in 2015 to 
include the Application, ARTC has undertaken financial modelling incorporating 
best information in relation to forecast cost and volumes at the time of the 
Application.   

In order to determine 2015 FIAC, it is also necessary to incorporate in the financial 
model an early indication of price differentiation relevant to Services other than 
Indicative Services.  These early estimates have been determined solely on the 
basis of identified differential impacts and calculations consistent with those used 
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for the determination of the differentiation factors for Indicative Services as 
described at Sections 3.1 to 3.5 above, and the committed pricing guidelines.   

It is important to note that these early estimates have not contemplated any other 
factors or considerations in relation to these Charges that may be permitted under 
section 4.15 of the HVAU and as contemplated in the pricing guidelines.  Such 
factors or considerations may be considered during development and finalisation 
of Charges for Services other than Indicative Services in accordance with section 
4.15 of the HVAU, later in 2014, as indicated in Section 2 above.  

As such, these early estimates of Charges for Services other than Indicative 
Services should only be taken as providing some indication of the direction and 
magnitude of differentiation that might arise for non-Indicative Services. 

The overall level of pricing for a particular year proposed to industry towards the 
end of the preceding year (in accordance with section 4.20 of the HVAU) is largely 
driven by forecasted changes in costs, investments and volumes in each Pricing 
Zone in that year.  Whilst having regard to this, and prior to finalising its pricing 
proposal to industry, ARTC also endeavours to contemplate other market based 
factors such as existing pricing levels and maintaining the broad competitiveness 
of mines operating in the Hunter Valley.  Also, as Pricing Zone 3 is unconstrained, 
the overall level of pricing for relevant producers results from a negotiated 
outcome, aiming to balance ARTC’s interests such as revenue adequacy, and those 
of the relevant customers such as affordability and competitiveness. 
ARTC is able to undertake such considerations due to the degree of pricing 
flexibility permitted under the Ceiling Test incorporated in the HVAU.  These 
considerations can result in adjustments to the pricing proposal beyond what may 
result from only cost and volume considerations.  For example, ARTC may carry 
out adjustments intended to improve consistency between the annual pricing 
fluctuations for the various mine to port hauls in the Hunter Valley, so as to not 
adversely impact on competitive outcomes. 

A broad indication of the variation in the level of pricing for representative mine to 
port hauls and Indicative Services from each Pricing Zone in 2014 and 2015 is 
shown at Table 6 below.  

  Table 6: Broad Variation in the Overall Level of Pricing Between 2014 and 
2015 

 

Pricing Zone 
Mine to Port Hauls using the 
relevant Indicative Service 

from… 

 
Variation 

1 Ravensworth -2.8% 
2 Ulan -7.4% 
3 Boggabri -4.3% 

 

 
In the Initial Supporting Document, ARTC prescribed at Table 13 the resulting 
FIAC, which are re-created below. 
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Table 7: Table 13 - FIAC 
 

Segments 
Non-TOP $/gtkm 
(ex GST) 

TOP $/gtkm (ex 
GST) 

Indicative Service 
Characteristics 

Pricing Zone 1 

Indicative 
Service 1 

1.011 9.487 30 tonne maximum axle load 
60 kph maximum speed (loaded) 
80 kph maximum speed (empty) 
96 wagon train length 
1,543 metres maximum train length 
section run times as per applicable 
Hunter Valley standard working 
timetable 

Indicative 
Service 2 

1.020 10.603 30 tonne maximum axle load 
60 kph maximum speed (loaded) 
80 kph maximum speed (empty) 
82 wagon train length 
1,330 metres maximum train length 
section run times as per applicable 
Hunter Valley standard working 
timetable 

Pricing Zone 2   

Indicative 
Service 1 

1.693 7.958 30 tonne maximum axle load 
60 kph maximum speed (loaded) 
80 kph maximum speed (empty) 
96 wagon train length 
1,543 metres maximum train length 
section run times as per applicable 
Hunter Valley standard working 
timetable 

Pricing Zone 3   

Indicative 
Service 1 

1.592 11.255 30 tonne maximum axle load 
60 kph maximum speed (loaded) 
80 kph maximum speed (empty) 
82 wagon train length 
1,330 metres maximum train length 
section run times as per applicable 
Hunter Valley standard working 
timetable 

 

 

 
 

 


